
California Public Employees’ Retirement System 
www.calpers.ca.gov 

 
 

C 
 
Office of Program and Policy Development 
P.O. Box 942715 
Sacramento, CA  94229-2715 
Telecommunications Device for the Deaf - (916) 795-3240 
(916) 795-3641, FAX (916) 795-2292 
Toll Free: (888) CalPERS (225-7377)   

 
 March 14, 2006 
 
 
AGENDA ITEM 4        
 
 
TO: MEMBERS OF THE BENEFITS AND PROGRAM ADMINISTRATION 

COMMITTEE 
 
 
I. SUBJECT:     Public Hearing and Adoption of Proposed  
  Regulations – Service Credit Installment Payment 

Interest  
 
II. PROGRAM:   Retirement  
 
III. RECOMMENDATION:    

 
Staff recommends that, subject to the results of the public hearing, the Committee 
recommend adoption by the full Board of the proposed amendments to Title 2 of the 
California Code of Regulations to make explicit the current CalPERS policies and 
practices for the interest rates charged on member installment payments for service 
credit purchases and contribution adjustments.      
 

IV. ANALYSIS: 
 
 The California Code of Regulations (CCR), Title 2, sections 575.1 and 575.2,  

establish the authority and conditions for members to make service credit 
purchases using installment payments.  These existing CCR provisions, 
however, do not specify the interest rate(s) to be charged on these payments. 
 
The proposed amendments to CCR sections 575.1 and 575.2 make explicit the 
current CalPERS policies and practices for the application of interest  
to member installment payments for service credit purchases and adjustments.        

 
This Committee on November 15, 2005 recommended to the full Board the approval 
for publication of these proposed regulations.  The Board of Administration approved 
the proposed regulations to be forwarded to the Office of Administrative Law (OAL) 
for public notice.  The Notice of Proposed Regulatory Action was published by OAL 
in the 2005 California Regulatory Notice Register, File No. Z05-1213-03, December 
23, 2005 (Attachment A).  The actual text of the proposed amendments to the CCR  
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sections 575.1 and 575.2 is provided as Attachment B.  The written comment period 
for the proposed regulatory action closed at 5:00 p.m., February 6, 2006.     
 
One written comment was received (from the City Pittsburg, CA; see Attachment C  
for the letter and the CalPERS reply).  In the letter from the City of Pittsburg, a change 
to the proposed regulations was requested to have CalPERS apply to member 
installment payments the interest rate in effect at the time of each installment payment.  
However, current law (Govt. Code section 20132) requires that the interest rate in 
effect at the time of the member service credit election remain the same through the 
completion of payments.  Thus, staff is not recommending any change to the proposed 
regulations as the result of the written comment received, because current law 
precludes such a change.       
  

 The purpose of the public hearing is to allow the public to present testimony 
regarding the proposed regulatory action.  The Committee is not required to 
respond to these comments during the public hearing; rather, all comments must 
receive a response from CalPERS as part of the final rulemaking file. 

 
 At the conclusion of the public hearing, the proposed amendments to this agenda 

item, and a summary of any public comments which have been received, will be 
sent to the CalPERS Board of Administration for consideration.  If the Board 
decides to adopt the proposed amendment, the rulemaking file will be forwarded  

 to the Office of Administrative Law (OAL) for review and approval.  Once OAL has 
approved the proposed amendment, it will be forwarded to the Secretary of State 
for filing and public action in the California Code of Regulations.  The amended 
regulations will become effective 30 days after filing with the Secretary of State.    

 
 
V. STRATEGIC PLAN:   
  
 The adoption of the proposed regulations supports Goal III and Goal IV of the 

CalPERS Strategic Plan as follows: 
  

Goal III by designing, developing and administering benefit programs and business 
processes that are innovative, effective, and valued by our members, employers and 
stakeholders, and  

 
 Goal IV by assuring that sufficient funds are available to pay benefits.   
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VI. RESULTS/COSTS:   
 
 The adoption of the proposed regulations will not result in additional workload or 

cost impacts, because they make explicit current CalPERS policies and practices. 
 
 
 
       
 
 
 
 
 
 
      __________________________________ 
      Ken Nitschke, Chief 
      Office of Policy and Program Development 
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Kathie Vaughn 
Assistant Executive Officer 
Member and Benefit Services 

 
 


